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EXAM NER ALBERS: Ckay. Returning to the
public portion of the transcript, at this tine
Ms. Norrington indicated she has no further
guestions for CILCOs witnesses, so we'll turn to
Staf f counsel .

M5. VON QUALEN: | have a few questions.

CRCSS EXAM NATI ON
BY MS. VON QUALEN:
Q Referring to Cl LCO Suppl emrental Exhi bit

10.2, M. Davidson, you're famliar with that

exhibit?
A (M. Davidson) Yes.
Q Turning to what is narked as page 5 on

ny copy of the exhibit, Freeman United Coal M ning
Conpany, Crown Il Mne, Calculation of Under /OQver
Billing for the Year 2000, do you agree that |ine
nunber 10 reflects the anobunt that was underbill ed
in 1999?

A (M. Davidson) That's what they're
showi ng as underbi |l ed.

Q According to t his exhibit.

A (M. Davidson) Right.
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Q That is the anount that was underbilled
in 1999.

A (M. Davidson) Correct.

Q Do you at this time have any reason to

doubt that nunber?

A (M. Davidson) No, | don't.

Q And referring to line 13, do you agree
that that reflects the amount that was overbilled

in the year 2000?

A (M. Davidson) No, | don't.
Q What does that line reflect?
A (M. Davidson) Well, that line includes

arbitration settlements for prior periods '94
through '97 actually including in the 2000
over/under.

Q So do you agree that line 13 reflects
the amount that was overbilled in 2000 plus sone

addi ti onal anounts?

A (M. Davidson) Right, awards from prior
peri ods.
Q Are you aware of what amounts were

awarded in the arbitration proceedi ng?
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A (M. Davidson) No, |'m not.

Q M. Livingstone, are you aware of the
amount that was awarded in the arbitration
pr oceedi ng?

A (M. Livingstone) No, |'m not.

MS. VON QUALEN:  Your Honor, at this tinme |'d
like to make an on-the-record data request that
that anount be provided to Staff.

MR, SEIDEL: Perhaps | can clarify, and the
Wi tnesses may be able to answer if | direct their
attention to lines in the exhibit that would help
you, and specifically, on Exhibit B, lines 5 and 6
refer to JAMS / Endi spute Danage Award and line 6
refers to Professional Fees Expensed for Fourth
Quarter 1997.

M5. VON QUALEN:  So --

MR SEIDEL: I'msorry. Line 7 also refers to
PCF Corrected for Fourth Quarter 1993 - Fourth
Quarter 1999 for Fees and Awards.

MB. VON QUALEN.  Ckay.

Q Now i f either of your nenories are

refreshed, do either one of you know how ruch the
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arbitration award was?

A (M. Davidson) | have not seen anything
that gives the nunbers.

A (M. Livingstone) Assuming that this
information and dollar figure is correct, which I
have no i ndependent verification of it, but.

Q When you say this, what are you
referring to?

A (M. Livingstone) I'msorry. The lines

that M. Seidel referred to.

Q That would be lines --
A (M. Livingstone) 5 and 6 and 7.
Q Then would line 13 contain the sane

items as lines 5, 6, and 7?

A (M. Davidson) They're in that total on
thi s worksheet.

Q So, M. Davidson, is it your testinony
that the ampunt over/ or underbilled, which is
reflected in line 13, includes the anmounts
reflected inline 5 line 6, and line 77

A (M. Davidson) Yes.

Q M. Livingstone, |ooking at Exhibit
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10.1, on ny copy it's on the |ast page, the area
which is entitled Short Term Retail Area #1.

EXAM NER ALBERS: Ms. Von Qual en, what's at
the bottom of that page?

M5. VON QUALEN: It's Exhibit - Base Case 99
Met hod Only.

EXAM NER ALBERS: (kay. Thank you.

A (M. Livingstone) I'mthere. Sorry.

Q There are three lines under that, MA,
Mar ket Price, and Dollars. Do you see that ?

A (M. Livingstone) I'msorry. | lost ny
pl ace here.

Q I believe it's the final page of your
exhibit.

A (M. Livingstone) Ckay.

MR SEIDEL: This was a confidential exhibit.

M5. VON QUALEN: I'mnot going to ask for
nunbers.

EXAM NER ALBERS: Ckay.

Q Dd you find that?

A (M. Livingstone) Yes. I'msorry. Yes.

Q Are the market prices there the sane as
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the market prices for electric power used el sewhere

in this sane exhibit?

A (M. Livingstone) No, I'mafraid they
are not.
Q Are the data on the lines | abel ed Market

Price and Dol lars used anywhere else in CLCO
Suppl emrent al 10. 17

A (M. Livingstone) I'msorry. The dollar

Q The data on the lines | abel ed Mar ket
Price and Dol lars, are they used anywhere else in
10.17?

A (M. Livingstone) They are totaled up to
give the -- I"'msorry. You referred specifically
to the Market Price and the Dol lars?

Q Yes.

A (M. Livingstone) No, they are not.

M5. VON QUALEN: That's all the questions I
have.

EXAM NER ALBERS: Ckay.

M. Davidson, these next few questions

are for you.
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EXAM NATI ON

BY EXAM NER ALBERS:

Q Do you have a copy of Exhibit 7.1 handy?
A (M. Davidson) Yes, | do.
Q On the left -hand col um about hal fway

down there's an entry entitled Quarterly
Adj ust nent .
A (M. Davidson) Ckay.
Q Just so I'mclear, can you tell me what

the purpose of that quarterl y adjustnent is?

A (M. Davidson) It's used, | believe from

this sheet here, to keep the price at $43 a
gquarter. Basically they determne that the price
for the year woul d be $43, and this is their way of
keeping it at the $43 for each quarter.

Q Ckay. Now I'mgoing to try to do this
wi t hout identifying any nunbers.

In the very last row on that page it's
entitled Estinated Contract Production Costs. Do
you see that?

A (M. Davidson) Ckay.

Q Now t hat seens rel atively constant
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t hroughout the year. Wuld you agree?

A (M. Davidson) Yes.

Q Coul d you explain why the buyer's cos't
per ton further up on the page decreases in the
first quarter throughout the year -- fromthe first
guarter throughout the year?

A (M. Davidson) It's because that's done
on a quarterly basis, so it's taking the quarterly
costs by the quartering tons and comng up with a
price. They may not be incurring the actual costs
on a consistent basis in each quarter, and that's
why the buyer's cost is changing.

Q Ckay. I'mtrying to find sonething in
ny notes to match up here on the exhibit.

Ckay. Let me refer you to the entry on
the left columm | abeled Prior Quarter Over /Under
Billing. Do you see that?

A (M. Davidson) Yes.

Q Can you explain why in the first quarter
of 2000 that that prior quarter overbilling -- why
it was the cost that it's |abeled here, given what

the cost of production at the bottom of the page



10

11

12

13

14

15

16

17

18

19

20

21

22

494

represented is?

A (M. Davidson) The calculation is down
there at the bottomwhere they' re comng up with,
and it's done on a quarterly tonnage, and the
guarterly tons change, again, because the costs are
coming in on a different cost per ton basis each
guarter. That's creating the variances.

Q So you're saying it's not tied to an
effort to keep the prices constant throughout the
year ?

A (M. Davidson) Wll, that's what the
guarterly adjustnment is doing.

Q kay. So it is tied to that.

A (M. Davidson) Yes.

Q Ckay. Ckay.

Is it correct that regardl ess of what
val ues are used on Exhibit 7.1, that it will be

necessary to add taxes?

A (M. Davidson) That's correct.
Q And do you know what the appropriate tax
rate is?

A (M. Davidson) It's 6.25 percent.
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Q Now in the bottom quarter of the page in
the left-hand colum there's a, for lack of a
better word, a title for a portion of this that's
called Prior Quarter Adjustment that's underlined.

A (M. Davidson) Ckay.

Q Do you see that?

A (M. Davidson) Yes.

Q Now t hat section appears to devel op the
i ndividual prior quarter's adjustnent. Is that
correct?

A (M. Davidson) Yes.

Q Ckay. Now noving down, the sixth row,

right after Credit Adjustment there's a bl ank space
and then a row of four numbers. How would you
characterize the values in that row? Do you see
what I'mreferring to?

A (M. Davidson) Yes. |I'mjust trying to
refresh ny menory where sone of these nunbers are
com ng fromthat are above it.

Q Ckay. That's fine.

Maybe this will help. Is it really a

summat i on?
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A (M. Davidson) It's adding the nunbers
above it.

Q Ckay. That's what | wanted to be clear
on.

In the very following rowthat's | abel ed
as Adjustnents, what type of adjustnents is this
suppose to reflect?

A (M. Davidson) | have no idea.

Q Ckay.

And now I'mgoing to refer to the
suppl emental rebuttal testinmony that was offered.
["Il try not to use nunbers.

Looki ng at page 4, line 59, about a
third of the way in on that line it says,

"M . Larson also ignores that the" and then there's
a nunber. Do you see that?

A (M. Davidson) Yes.

Q Do you agree that that's the nunber that
CILCO projects as a price per ton in 2000 fromthe
Cown Il mne?

A (M. Davidson) That was what was used in

the filing for the year 2001. ©GCh, I'msorry. The
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cost on line 60 is what | was referring to.

Q Ckay. If | understand this correctly,
CI LCO bel i eves that nunber represents the cost per
ton in the year 2001

A (M. Davidson) Right.

Q Ckay. Yet, and | don't have a cite for
this, unfortunately, basically for the year 2000

CILCO believes that a price per ton is $3 higher

Correct?
A (M. Davidson) Correct.
Q So essentially you're saying fromthe

| ast quarter of 2000 to the first quarter of 2001
the price should reduce by $3.

A (M. Davidson) That was what was
proj ected, yes.

EXAM NER ALBERS: Ckay. That was it. Thank
you.

Do you have any redirect?

MR SEIDEL: | do have sone redirect. There
was one question that M. Livingstone answered that
| didn't quite understand, and | wanted to see if |

needed to redirect on that, so if | could have just
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a mnute to talk to the w tness.
EXAM NER ALBERS: Sure.
(Wher eupon an
of f -the-record period
transpired.)

MR, SEIDEL: kay. May | proceed?

EXAMI NER ALBERS: Yes.

MR, SEIDEL: Thank you

REDI RECT EXAM NATI ON

BY MR SEl DEL:

Q M. Livingston, | believe M. Fitzhenry
asked you some questions regarding the adjustments
to the base case which you prepared, and
specifically you were focusing on question and
answer 4 of Supplemental Exhibit 10.0, lines 23
through 25, and | think you indicated that other
than the adjustnent described there, no other
adjustments were nade. Didn't you al so nmake an
adjustment to reflect the five-year -- the effect
of the termination of the CIPS contract after three
years and the effect that woul d have over the five -

year period?
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A (M. Livingstone) Yes. | adjusted that
out back to the original price of $24.

Q Wth respect to the changes you made in
Exhibit 10.2 to incorporate the effect of --
pursuant to the Examiner's direction of the
term nati on of the Freeman contract, are the bases
for the changes stated in your testinony?

MR, FI TZHENRY: Excuse ne. | believe you
meant to say 10.1 Revised? 10.2 is the --

MR SEIDEL: Yes, that's correct, 10.1
Revi sed.

MR FI TZHENRY:  Ckay.

A (M. Livingstone) Let nme doubl e-check
| believe they are. I'msorry. You specifically
asked?

Q Are the bases for the changes that you

made, pursuant to the Examiner's direction in
Exhibit 10.1 Revised to reflect the effect of the
term nation of the Freeman contract, stated in your
testinmony at page 57?

A (M. Livingstone) Yes, they are.

Q M. Davidson, referring you to what has
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been marked as C LCO Exhibit 10.2, and |I guess this
woul d be a confidential subject.
EXAM NER ALBERS: Ckay. Do you have any ot her

public questions?

MR SEIDEL: | just wote mine down in order,
and | don't know for sure. | guess | can hold this
till the end.

EXAM NER ALBERS: | was just going to ask you

to lunmp all your proprietary ones together.

MR SEIDEL: Let nme hold this one till the
end.

EXAM NER ALBERS: Ckay.

MR, SEI DEL:

Q M. Livingstone, | believe soneone asked
you who was in charge at CILCO and you testified
about an individual by the nane of M. Stinson.
Wul d you like to update your testinony in that
regard?

A (M. Livingstone) Yes, | would.

M. Stinson has been replaced by Lenny Lee. |
believe it was effective the end of -- | think it

was the end of January or thereabouts.
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Q Of 20017

A (M. Livingstone) O 2001, yes.

MR. KELTER  Coul d you spell that for the
record, please? | couldn't understand the nane, if
it was Lee or d ee.

A (M. Livingstone) Lee. | would have to
check the spelling. | believe it's L-E-E, but I
woul d have to doubl e-check to verify that.

MR SEIDEL: I'minfornmed that it's L-E-E

Q Let me ask you this question. Wo was
asked the question by the attorney for the Gtizens
Uility Board regardi ng the exanple of the 10
kilowatts at 10 cents? That was you,

M. Livingston?
A (M. Livingstone) Yes. |'msorry.

M5. NORRI NGTON: It was 2 cents.

MR SEIDEL: 1'magoing to restate it. | just
wanted to..
Q In the example, if the charge per

kilowatt -hour for the regul ated custonmers or the
cost per kilowatt -hour for the regul ated custoners

was 6 cents and the cost per kilowatt-hour for
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unregul ated custonmers was 2 cents, would the
aver age cost, conbining the two 10 kil owatt - hour

usages, be 8 cents again?

A (M. Livingstone) Four cents.

Q Four cents. Wiat did | say?

A Ei ght.

Q | stand corrected. Wuld that be 4
cents?

A (M. Livingstone) Yes, it woul d.

Q In that instance, the average cost per

kilowatt -hour would be | ower than the cost per
kilowatt -hour for the regul ated custoner.
A (M. Livingstone) Correct, it would.
MR SEIDEL: | think the remai nder of ny
guestions are confidenti al
EXAM NER ALBERS: GCkay. We will go in canera
(Wher eupon the foll ow ng
pages 503 t hrough
513 are contai ned under
separate cover for the in
canera portion of the

pr oceedi ngs.)



